I. INTRODUCTION
The present paper will assess the dynamics of change in Bolivia through the utilization of household level surveys and inequality decomposition techniques developed by Fields in 2003 [1] . This research follows the previous research of other authors such as Gray Molina and Yañez [2] - [3] . Section I will deal with a broad view of the history of inequality in Latin America and Bolivia, and it explores the reasons of why inequality has been reduced in recent times. Section II deals with the description to be utilized, Section III will explore the econometric technique utilized; the results of the study are presented in section IV and finally Section V will address the conclusions and potential policy implications of the findings presented.
Latin America is often depicted as the most unequal region in the world. The inequality statistics for the region are surprising: Latin American Countries present a Gini coefficient of 0.53 in the mid-2000s, which is 18 percent more unequal than Sub-Saharan Africa, 36 percent more unequal than East Asia and the Pacific and 65 percent more unequal than high income countries ( Figure 1 ).
Income inequality in Latin American increased substantially during the so called "lost decade of the 80s" and the consequent period of structural reforms during the decade Studies, Kobe University, Japan (e-mail: fortun@stu.kobe-u.ac.jp) of the 90s. The evidence (e.g. [4] - [8] ) suggests that the effects of the debt crisis during the 1980s -along with the periods of hyperinflation in the region-were un-equalizing. The path of transmission is explained by López Calva & Lustig [9] : "the poor were less able to protect themselves from high and runaway inflation and orthodox adjustment programs frequently resulted in overkill, those in the poor and the middle-income wages were hurt disproportionately while the income share of the top 10% rose" [10] Lustig and Taylor, in 1994, elaborate further on the adjustment overkill, stating that the reduction of fiscal deficits went beyond what was necessary to restore equilibrium in the external accounts and that over-adjustment had counterproductive effects on stabilization itself [11] .
Moreover, as Janvry & Sadoulet explain, "the un-equalizing effect of the crisis was compounded because safety nets for the poor and vulnerable were conspicuously absent (or poorly designed and inadequate) in the Washington led structural adjustment programs in the 1980s and some part of the 1990s" [12] .
However, after the rising of inequality, the figure decline dramatically from 2000. Out of the seventeen countries on which data is available, twelve experienced a decline in their Gini coefficients, (Figure 2 ). The average decline for the twelve countries was 6 percent (for the period 2001 to 2009).
The interesting fact about this new movement towards equality in Latin America is that the effect was widespread. Inequality declined in high inequality countries (such as Brazil and Bolivia), countries with traditional low inequality (for LAC standards) such as Argentina. The indices of inequality declined for fast growing countries (Chile and Peru), but also on growing giants (Brazil and Mexico), countries recently hit by crises (Argentina), or countries with relatively stable macroeconomic figures (Peru, Chile and
The Sources of Inequality in Bolivia Traditionally, inequality in Latin America is attributed to the result of the state capture by elites [13] , capital market imperfections [14] , inequality of opportunity, lack of good education [12] , labor market segmentation [15] and discrimination against women and indigenous groups [4] , as stated by several authors. Therefore from any perspective the fall in inequality is good news. Given these circumstances, it is imperative to ask how and why this decline occurred. A proper understanding of the causes that contributed to the reduction of the inequality in Latin American countries in the past decades, will allow policymakers to i) improve the levels of equality in the region, ii) maintain a proper path to equality and iii) design future policies that could actually take the process of equalization even further.
A. Declining Inequality
The last recent years, Latin American countries have seen an important expansion in its macroeconomic variables, most of them began to benefit from very favorable terms of trade -including the recent increase in commodity prices-( Figure  4 ). Two leading factors seem to account for the decline in inequality across the region: a decrease in the earnings gap between skilled and low skilled workers and an increase in government transfers to the poor. The decrease in the earnings gap, seems to be mainly the result of the expansion of basic education during the last couple of decades; it might also be a consequence of the petering out of the once un-equalizing effects of skill biased technical change in the 1990s associated with the opening up of trade and investment [9] .
The equalizing contribution of government transfers seems to be associated with the implementation or expansion of large scale conditional cash transfer programs. In the following work, I will investigate on the causes of the reduction in inequality in Bolivia through the application of a regression based decomposition, as developed by [1] .
B. Bolivia
Bolivia has traditionally been one of the weakest performers on both economic growth and poverty reduction in Latin America. The low economic growth rate is typical of a natural resource based economy; a diverse range of authors, (e.g. [16] - [20] ) argue about the different reasons of the slow growth in Bolivia, they present several reason which go from institutional and productivity obstacles to effects derived from the fact that Bolivia is a landlocked country. However, there has been very little research regarding the determinants of inequality in Bolivia. This is a surprising factor since this country has presented through the years some of the highest Gini coefficients in the region. This then, becomes an important field given the consequences of inequality presented in standard literature. Urquiola argues that high levels of inequality impact on growth, also, disparities in education and labor markets for women, indigenous peoples and rural population have diminished the capacity to build cumulative capital in Bolivia [21] . Some authors, (e.g. [2] , [22] ) suggest that despite the fact that Bolivia has been one of the most active reformers in education, health and decentralization; the cumulative impact of these policies is not seen in the improvement of development indicators.
C. Poverty and Inequality in Bolivia
Bolivia has had a below average overall level of growth in the last decade, when compared to other Latin American countries, averaging an annual GDP growth rate of 3.8% (see Table 1 and Table 2 ). Per capita growth had an average of 2% which is also below average than the peer group (See Table 3 and Table 4 ). On both counts, Bolivia is lagged in the region. The important issue; however is that the poverty level has experienced a decrease since 2007. Most of the decline in poverty figures could be traced to decline in urban poverty and an important decline in rural poverty between 2008 and 2009. Moreover, extreme poverty, proxied by indigence measures, has declined over the period (see Table 5 ).
It is argued by policymakers in Bolivia, that the reduction of poverty is attributed to the implementation of programs of Cash Conditional Transfers (CCTs) and other pro-poor growth policies inducted by the recent government. However a formal research presenting empirical evidence of these claims has not been presented to date.
The existent work regarding pro poor growth in Bolivia has been mainly concentrated in the relatively low growth/poverty reduction sensitivity, and the long lasting nature of income and non-income inequality. For example Klasen et al. in 2004, show that while economic growth has been pro poor in the early 90s it was not fast enough to lead to significant poverty reduction. They also investigate about the causes of poverty reduction in Bolivia, they state that close to two thirds of poverty reduction was due to growth effects rather than distributional effects; moreover they explain that urban economic growth tended to be relatively anti-poor [23] .
Klasen et al. use a CGE model to estimate potential scenarios for future poverty reduction. They find that positive shocks attributed to an increased national rent -due to exports of natural resources, for example-are likely to boost growth and reduced urban poverty. However, they also argue that this effect would lead to rising inequality and rising rural poverty [23] . Their findings go in line with other research on growth and pro poor growth in Bolivia, ( [2] , [24] , [25] ). 
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Source: Adapted from Bolivia"s Analysis Unit for Social and Economical Policies [26] . Note: The Poverty lines for each year are calculated based on a Calories Consumption Method. The Poverty and Indigence Lines for each year are displayed in Table 7 and Table 8 
in the Appendix
With the exception of recent research conducted by Gray Molina & Yañez [3] , empirical research that explains the reasons behind the declining inequality in Bolivia is not provided. Therefore an analysis to decompose the elements of inequality in Bolivia would add important information for policymakers, scholars and practitioners in general. Moreover the suspected contribution of recent CCT programs to the reduction of poverty and inequality needs special attention. For each year, the household surveys are composed of 4260 households distributed across the country (except for the period 2003-04 where 4610 households were interviewed; the detail of the regions of households interviewed is available from the author upon request) . The specifics on the data construction and sample distribution are explained in the accompanying documents to the surveys.
D. Social Transfers in Bolivia's Recent History
( [28] - [31] ). The variables presented in the surveys present the typical information for household level surveys. The selection of the years to be utilized was based on the availability of the surveys.
III. ECONOMETRIC TECHNIQUE
To assess the contribution to the reduction in poverty and inequality of several factors, I will use a regression-based decomposition technique, similar to the one developed by Fields [1] . This technique consists on regressing the expenditure of households against a vector of explanatory variables.
As explained by Fields [1] this approach allows to answer two questions. First, how much inequality in per capita expenditures can be accounted for by various household characteristics. Second, it enables to evaluate the impact of each characteristic.
The general regression is:
where i refers to each household, t is year, Y is the per capita expenditure for each household, and X is a vector of explanatory variables composed of relevant household characteristics. To assess for the contribution of cash transfers, CT is a variable that controls whether or not the household has received any cash transfer. In this case, the variable CT 1 will represent the reception of the cash transfers for the elderly, either the Bono Sol (for the years 2003/04 and 2005) or Renta Dignidad for the remaining years, CT 2 will represent a transfer for families with new-born babies Bono de Natalidad, and CT 3 will represent the reception of a transfer for primary school children Bono Juancito Pinto.
The vector X can include several characteristics from the diverse set of variables presented in the household survey, in this specific research I have picked the following: a dummy variable to indicate if the household"s head considers belonging to a specific ethnic group, a dummy variable for gender and dummy variables for educational attainment. Additionally, and to avoid spurious regression results, the variable age squared which represents the squared age of the household"s head age is utilized.
IV. EMPIRICAL RESULTS
The regression results for the model specified in Equation (1) are reported in Table 6 . The empirical results presented, confirm the results made by other authors on the same issue (e.g. [2] , [3] ). In the long run, education and demographic change tend to explain the income inequality. In the results, the gender of the head of household does not present a statistical significance.
Regarding the specific contribution of cash transfers, it is important to note that the variable cash transfer does not enjoy statistical relevance in the year 2002, result that goes in line with Jemio [27] . The contribution in later years seems to increase; this fact could be attributed to the increment on the beneficiaries for the program Juancito Pinto (as stated before, the government of President Morales expanded the program in 2008).
Overall, education seems to be the main contributor to the success in the reduction of inequality in Bolivia, however the education sector, and especially educational achievement in Bolivia has been plagued by both supply and demand side constrains, Urquiola, 2000 [21] expands on this view.
An improvement on educational levels could lead to a reduction in poverty and inequality even further.
The effect of education here presented, could be also related to a declining ethnic gap in education. Traditionally Bolivia has suffered from extensive gaps in the supply of education between rural and urban areas and very strong differentiation of secondary and tertiary education between ethnic groups (several authors expand on this issue [3] ). This is closely related to the rural to urban migration process that the country experiences. It is also important to assess the effect of quality of education when talking about the improvement in the poverty and inequality figures; sadly the present data does not provide enough information to control for this specific issue.
V. CONCLUSION
While the poverty-reducing effects should be analyzed in detail, the evidence presented here suggests that both Renta Dignidad and Juancito Pinto contribute in less scale than education to the reduction in poverty and inequality figures in Bolivia. The available evidence also suggests that it is too early to gauge the full effect of both social transfers over poverty and inequality in the long run. Unfortunately, neither transfer was preceded by a careful baseline survey.
The evidence also suggests a change in the trend with previous years regarding the modification -for good-of trends in poverty and inequality inside Bolivia. It seems that the improvement of education, more than any other policy has contributed to the declining figures of inequality.
The important issue however is to single out the policies that contribute to this improvement. This research sheds some light into the policies that are currently contributing to the reduction of poverty and inequality, however further research that accounts for broader temporal sets and redefined econometric techniques is necessary.
Future evaluation studies will require paired comparisons and econometric controls to measure the specific effect of transfers on poor and non-poor households. Over the long run, and from a comparative perspective, conditional cash transfers have been moderately successful in other countries in the region, when accompanied by adequate social service coverage.
It is also important to point out that the econometric technique utilized in the present research is basic regarding the link between CT programs, education and reduction of poverty and inequality. Despite the arguments that (Fields, 2003) states, it is arguable that the presented results here only provide information on the impact that CTs and education have on the expansion of wellbeing (through expenditure) at household level. The model is indirectly used to evaluate the contribution of transfers to the reduction of poverty and inequality; however it fails to establish a clear causality link. A model that empirically links the direct effect and -most importantly-the causality that cash transfers have on the reduction of poverty and inequality is yet to be applied for the specific case of Bolivia. Moreover, this study does not attempt to evaluate the cash transfer programs, since it does not assess for the specific objectives involved in the creation of the programs nor it utilizes proper modeling approaches to evaluate the programs. In the future, techniques of randomization such as the proposed by Ravallion [32] , or others (e.g. [33] - [35] ) should be implemented to properly evaluate the cash transfer programs. 
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